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I. In 3 October presidential election, with 

count almost complete, clear that Juscelin<| 

k a 

Kubitschek has won presidency and joao 
Goulart the vice-presidency b^yss**! 

.'vj' e '• ■ ■ .*• ' :■ h ;!- 

,., r . . t. em fcafa 

pluralities— Kubltechefc’e uargi^fem tl 

greater than Goulart* •. .. 

A. Both were. candidAte|i^| r( ^GgIi|i 
Brasil ’ s leading party— tho 
Democratic Party (PSD)— and the 

■ =V • v*V — > . 





B. 




Brasilian Labor Party: x (ra?*. 4. 

■ - \ 

Were also supported by,'.' two ■ leaser 
parties, plus the weii-organlsed but 
outlawed (since *47) 1*0,000 strong 
C ommu nist • Party (estimated able to 
deliver 4 - 500,000 votes). 

1. Kubltsohek, but mot Goulart, also 
supported by right-wing Eepublican 


Party. 
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A. 


B. 


l 


b 


Supporters of Tavora have been re- 
ported planning such court challenge. 
However , Chief Justice of Superior 
Electoral Court— official vote counter; 
— stated on 90 October; "election dan 
only be challenged if ntmber of votes 
Mentioned in chargee of irregularities 
corresponds to number by which a candle 
date has won.** 


fchnnces of pucn maneuver were 

greatly reduced, at least as regards 
Kubitschek. 

III. Prospects of coup by military to prevent 

Inauguration of pair (in Jan »56), once 

deemed probable, now t|io waning. 

A. Strong, long-standing opposition of 
military to Kubitschek and Goulart 
is based on ties of both to late Presi- 
dent Vargas and his supporters. 
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record as Vargas.* Minister of Labor 
(June '53 to Feb *54, when ousted by 
nilltary pressure) during which time het| 
^ Cooperated with CoMunists to 

foster development of labor as ^ 
a political fores* 

? ! & &***?»« 





A •«•.. .■» . \ 4 - * » • ■'• . »*. • • . * * 


“v •’ " •••’»:?< •>. 






'A',’; 


-- m '"** r . J -i.v/i-j'it ^ -s -- vtsj Ifsir. „ 

incentives, bdt 


soak leadership. 
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, r important elements opposed any 
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military coup. 

j &. These elements include. 

1. Loading figures of losing P oltti 
cal pnrtiss; 

a. arw»idf»« c**» Wl»"5 

• a. w aUiw 'Wiw “» ' 

.. ....... •/ 4- ' l' '• 'v- .* ' • " 


5. • 

* ./ 




. •>..>** ,J£*; ».:i£ 

wM; 


mm 


m 





? ■■■■ ..m?**? * if • «>MM rrtTii Trrr 

fr V a#***- 


ship. 


c , xt 

gnbltsehek and tonlmrt till 
certainly take office an scheduled 
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the armed forces will watch the new 



administration very closely for any 
missteps that threaten national 
stability. 

Besides this threat, Kubltschek's adminis- 
tration faces several press ins problems: 
tbs chief ones— Inflation and foreign "ex- 

" .. ■ ' ' ■/-' -3 

change shortages, the crucial petroleum j 
question, and, finally, the nsv sdmlnlstrs- 
t ion's relations with the splintered 
Brasilian Congress. * | 

A. As to inflation, the cost of living in 4 

-1 

lio has more than trebled since 1948. 

1. Brasilian Inflation has been foatei 
ed since 1947 by a combination of 
government deficits and expansion 

of credit. 

2. Lag of wages behind prices during 
this tiae was largely met in July 

'54 when minimum wage was doubled. 
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.i . Since then, however, labor's gain 

largely erased by further price 

rises, and workers restive. I 

j 

| B. A8 to foreign exchange, Brazil's eco- j 

i 

* nomic growth depends upon its capacity 

to import necessary capital goods and J 
raw materials, and this capacity is 
limited by the volume of Brasilian 
exports. 

1. Coffee makes lip about two thirds 

of exports; today's highpr ices 

* • v. ■■■ V ’* • _ - 

for coffee unlikely* to continue. 

2. A. I so, to allow needed imports to 
bo purchased cheaply, official 
rate of the cruseiro baa been 
maintained at artificially high 
level. 

3. This overvaluation of the cruzeiro 
has weakened competitive position 
of other Brazilian exports. 
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4 ( jjet deficit on investment account 
has also added to Brazil's, foreign 

exchange problen--in 1954, as 
follows: 

RECEIPTS iPATMPnS 


*ew 

Investment 

$6t 

■lllloe 

Investment 

Withdrawn 

$76 

lemlttancea 

Received 

T 

million 

Remittances 

141 


$n 

million 


$317 


H«t deficit j*» 
fl41 million. 

5. -is mm, ; *»*«*«• ‘ • 

def icit man $JW*iinim. 

*»*»»«« oMli 
gttlott bo# $3 billico. 

C. Petroleum problem another open ®or« 
in Brasilian economy. 

1. *54 consumption averaged . 160 , 000 

barrels per day (an 84% increase 
over ' 50) . 
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2. Brazil's own domestic output meets | 

£ 

less than 2 % of demand. 

3. Oil imports in '54 cost about 
$230 million (one-third of Brazil* a j 
dollar earnings) . 

D. At least $1 billion would be needed 
to develop Brazil's potential 
petroleum resources to meet present 


1. Of this, over $700 million would 


*ti. 


bare tp bd, fpent abrond for dgulp-; 
’ *d®t sad technical labor ♦ - 


.$• Brasil *lon* eaasot Afford sueb 


E. 


. < 


9. Been if foreign capital partlcl- f 
pa ted, volume output would probabl4| 

f 

not be reached for another five-ten! 

years . 

At present, foreign petroleum companies 
in Brazil are restricted to distribu- 
tion and marketing, while petroleum ex- 
ploration and development legal monopoly 
Of PETROBRAS (established by 1953 law) . ' 
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Tills is a jrovernnsent (mg 


(majority) - 

private capital (minority) corpora- 
tion,, in which native Brazilians 
alone nay invest. 

2. Whole question of exploitation fl 
Ex-anil's oil resources is hot 
political issue. 


9. Pinsl 


• i -(' • •'r ' v . 

X 

! * > * 


-«• liMm 


^ >* 

• JErosi ntoiuh 

^ •0'^rnnilisn president 
felwaAtkia'itaMart 

'r> ' C • 

On 




1, 


■ >■ 

foj ‘ prsn ldeaoy hnne 44 ~ of63 J 

Senate eests f 201 of 326 4 e 

However , this 4.oen not presage . $:/■ 

solid support is Congress , because, 

e?#a ln Presidential caapaira, 

"supporting” parties were divided. 

lubitschek's primary support ( PSD) 

was about 85% for him, whil® 

Goulart's party (PTB) was far more 
badly divided. 
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will stay until ’58. Kubitschek ' s 
major congressional problem say arise 
over status of Ooulart. 

1. if Kubitschek fives Ooulart free 
baud to cooperate with Covaualsts 
ia building up political -la*or 



L: v -£ ^ 


.... .. 






rfl !#> .V - -. * ‘^T ' 


S&JEW^Ib 


> 511 * 






"*i;f,^s" :, 




I 


-I 


to assess whether 

If pro- or aati-Ooulart elements are * 

strosfeot aad behave accordingly. ^ 

If 

Id oat belief, antis outweigh pros. 
VI. Based on shat we know of Kubitschek, we 

$ i 

■ffl 

1 expect that he will follow these policies: 

| 

I ’ -10- 
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•V\.< ■ . "f : 
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On the economic scene, Kubitscheic* e 
long-range solution to problem of 
inflation likely to be stepped-up 
expansion of production. 

1 . His gomaorsbip of Minn* 0*rni* 

(If 51-55) «M unrk*d by e*ton*ire 
construction of po**r facilitioo, j| 
i# offort t* 


v;- )'"J 

: r: " 

!♦ Owi 




^ -• =c-r^| 




W' 


r?v i 








M»> k. 




V 


Of building rood*, injproying • 
Brasil's isadoquate railway »y»tsu 
producing aor* ol*ctr ici ty , stool, 
aluminum and fertiliser, added tha|| 
program sill require $500 million 
ia equipment over the next fiv© 

years, mostly from US. 
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nee ikUbl t'Schelc 'Isfopposed t o 

policy of austerity to help 

finance economic expansion, in- 
flation will alaost certainly con- 
tinue, and balance of payoents 
problem not likely to iaprov* 
wb tt att li fl y la next tea years. 



m 


'm* cosfidoat that 

•*>•*.?* V . ‘ ■■ ' 

[tin to tbe United 


:.v: rwm .. 
•r.^itefe^tewa 

• /V h&. 


'■> : * 

we ftjMa" 

.r •aw^a ;WW< 

' 4'- >' ''-■■*■ - : : 4 ‘--. 



rook et^iiai*' : lljHi ’ to Ambassador 


lbUB_ os 11 October, adding that 9 lj 
me oaly country efaleh ctmld be of! 
assistance to hla in his economic 
plans. 

Kubl tschek will alaost certainly attest 
to continue Brazil's traditionally 

close ties with the DS. 
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He .ill probably cooperate with the | 
os oa major international political^ 
issues la the UN and the OftS. 

In return, he will «pect US 
nnamtano. for hi. der.lop-ent 

program* 

». .ill tr, to -ol« P.trol«» -U— i 

KubiU.oh.k M. ttu.fw h«dl«! tiokUP* 


_,v- 


Ir . 

L T! 

r*. .m sr : * 


T * ’’ * • W ^ ■ • '-~L . 





i ; « ^ 

| --4 -mk '"■e-hokitd'.toiw tOfOik^ l"*^ 

. j QuMunlft — aloctttt. " th * 

oil i. our..” « w"“ throueht- 1 

o » ' * ••«.,• 

. «tmt Bra*il. 

s But Eutoltocbek stat.«ent« hare 1— 

piled he .111 “«« other "®* nS 
develop Brazil', oil If Petrobraa 
falls to prove Itself m y** r * 
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4. To avoid political risk of 

attempting repeal of Petrobrss 
law, he may instead seek to by-pass 
it. 

S. Because ecocoaic pr obi bats outshadov 
all others, new gorer ween t ' a got loos 
on Cosauniet pebbles likely receive 
low priority. ' 

’’jfca" - COM t at With eTe >e 

. r ^ .JBa “ Jv ... ‘ 

W' ’ yU V • 

. swsietsaoe. wiil sigk td ihtrtiiiisn 

«•*.% - . ! * ' ' '.nr ? ■ 

^-t .3 

sipis 


99si»'^ 

verity. , . ■• . 


t 

** 1 A 


9. Ksbltsehefe will probably ****** 
tk.M effort., botk u <tttt^- ! ojt 

‘ V . .■ ,.i •> . • . •*? < r«l .'* 

expediency is his tense relations 
with the Military, asd as s natter 
of possible personal principle. $ 
3. Told Dunn oa 18 Oct that, despite §§ 
Coaummists* support during cappa 
he has no coaaitaents to then. 
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4 . Further stated that, as congress- 
man from Minas Gerais, had voted 
to outlaw Coaaiies In *47 and still 
felt same way. 

5. pointed out he was "practicing 
Catholic," which entail* antt- 


6 # Concluded with «tate*ent of Wt» 

v. . 

belief In private enterjipife*--'-- 


-.m 
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